
Office of the City Manager

MEMORANDUM

Date: May 21, 2009

To: Mayor and City Council

Through: Charles McNeely, City Manager

From: Maureen McKissick, Grant and Fund Development Manager

Subject: Audit of Neighborhood Stabilization Program Funding

The City is currently undergoing an audit of the Neighborhood Stabilization Program (NSP).
NSP, which is administered by the Department of Housing and Urban Development (HUD),
made funds available to states in October 2008 in order to mitigate the neighborhood impacts
that were resulting from residential foreclosures. The State of Nevada Housing Division received
approximately $74 million, of which approximately $4 million was allocated to the North. 

The City of Reno, as lead entity of the Washoe County HOME Consortium, is the Northern
Nevada fiscal agent for NSP. We entered into an agreement with the Reno Housing Authority
(RHA) to implement the funding, and created a Housing Sub-committee as an oversight board.
RHA’s expertise in identifying, rehabbing and managing housing and rental properties for
various income-level populations, as well as experience with HUD requirements, makes them the
ideal partner for this program.

The NSP recently received an additional $2 billion through the American Recovery and
Reinvestment Act (ARRA). The ARRA NSP funding will be distributed through a competitive
grant process rather than a state-by-state allocation. The HUD RFP is available now and the
applications are due on July 17.  City staff has been planning to submit an application in
partnership with RHA and the other jurisdictions. 

City staff received a message on April 22, 2009 that the Office of the Inspector General (OIG)
planned to audit our NSP starting May 11, 2009. Initially, staff was told that the process would
be completed within a day. OIG staff now tells us that they will be on-site for several months,



auditing not only the City but also RHA. 

On May 18, David Morton, RHA’s executive director, sent an e-mail message to the members of
the Housing Sub-committee, staff from the local jurisdictions, and staff from related agencies
informing them of how the audit was impacting RHA. Mr. Morton expressed surprise at the
intensity and duration of the audit and pointed out that the RHA staff time involved in
responding to the auditors created some difficulties with respect to implementing the current
NSP program and developing an ARRA NSP application.  In response, I wrote that Jodi
Royal-Goodwin and I had conveyed these concerns to Senator Reid's new staff person who is
handling NSP and ARRA matters.  City staff will continue to monitor the NSP audit process and
will keep Council informed.  

Please be advised that per Council’s direction to maximize the ARRA’s resources, it remains
staff’s intention to submit an application for additional ARRA NSP funding. Staff will continue
to work with RHA and the broader community to develop an application by mid-July.

Council should be aware that the ARRA’s unprecedented levels of accountability and
transparency are going to lead to audits of this scope. Staff anticipates that the OIG is going to be
very thorough in determining that all federal funds are being used properly. The ARRA
establishes monthly reporting requirements and regular reviews which are extremely
time-intensive. In light of this, staff is proactively designing internal tracking systems, controls
and procedures that will meet the heightened standards of oversight. Please be advised that, to
date, there has been virtually no federal guidance on preparing for ARRA audits from the Office
of Management and Budget, the federal office tasked with grants management. 


